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THE     COTTON     SITUATION 


Summary 

The  August  forecast  of  the  1938  United  States  cotton  crop  of 
11,988,000  hales  of  500  pounds  gross  is  estimated  to  he  roughly  equivalent 
to  ahout  11.850,CO^  running  hales,  including  allowance  for  city  crop.  This, 
together  with  the  world  carry-over  of  American  cotton  at  the  "beginning  of 
the  current  season  of  close  to  13,^00,000  hales,  gives  an  indicated  1938-39 
world  supply  of  this  cotton  of  25*250,000  running  hales.   Such  a  supply 
would  he  slightly  larger  than  the  2^,695,000  hale  supply  of  last  season, 
ahout  3~l/^"  million  hales  larger  than  the  average  for  the  5  years  ended 
1936-37i  "but  1  million  hales  less  than  the  record  supply  of  1932-33 • 

Preliminary  estimates  of  1938-39  production  in  China,  northeast 
Brazil  and  Mexico,  and  acreage  in  Egypt  indicate  that  the  combined  pro- 
duction in  these  areas  might  show,  a  decline  in  comparison  with  1937-38  of 
hetween  1-3/^  and  2  million  hales.  On  the  other  hand,  official  estimates 
of  the  plantings  in  India  up  to  August  1  show  a  small  percentage  increase. 
While  the  total  production  of  foreign  cotton  is  expected  to  he  consider- 
ably less  than  last  year,  the  world  carry-over  of  this  cotton  at  the 
beginning  of  this  season  was  prohahly  ahout  2,7^0,000  hales  larger  than 
at  the  beginning  of  last  season. 

Since  the  'first  week  of  July,  sales  of  cotton  textiles  hy  domestic 
mills  apparently  have  averaged  considerably  less  than  production.  Cotton 
mill  activity  and  output  increased  materially  during  July,  however,  largely 
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as  a  result  of  the  good- to-heavy  sales  "by  mills  during  June.  When  adjusted 
for  seasonal  variation,  cotton  mill  activity  in  July  averaged  25  and  15 
percent,  respectively,  higher  than  in  May  and  June. 

Reports  from  foreign  cotton  mill  centers  indicate  that  in  general 
foreign  manufacturers'  sales  continued  "below  the  reduced  output  for  the 
past  several  weeks  and  that  mills  in  only  a  few  countries  experienced  as 
favcrahle  developments  in  June  as  did  United  States  mills.  •  Foreign  consump- 
tion "by  foreign  mills  has  prohably  declined  more  than  seasonally  since  May. 

From  early  July  to  August  15,  a  comparatively  steady  decline  occurred 
in  domestic  cotton  prices.  Middling  7/8  inch  in  the  10  designated  markets 
on  the  latter  date  averaged  8.20  cents  per  pound  compared  with  slightly 
over  9  cents  in  the  first  full  week  of  July  and  approximately  11  cents  in 
the  first  week  of  August  last  year.   The  decline  during  July  and  early 
August  of  nearly  1  cent  per  pound  canceled  a  large  part  of  the  advance 
which  occurred  during  the  preceding  6  weeks  and  reduced  prices  to  less  than 
52  percent  of  the  July  parity  farm  price,  thereby  making  Government  loans 
on  the  I938  crop  mandatory. 

PRICES 

Between  July  8   and  August  15  domestic  cotton  prices  declined  nearly 
1  cent  per  pound,  the  price  of  Middling  ~(/8   inch  cotton  in  the  10  markets 
on  the  latter  date  averaging  S.20  cents  per  pound.   This  decline  canceled 
a  large  part  of  the  advance  which  occurred  during  the  preceding  6  weeks  and 
reduced  prices  to  less  than  52  percent  of  the  July  parity  farm  price.   There- 
fore, Government  loans  on  the  I938  crop  "became  mandatory  under  the  provisions 
of  the  amended  Agricultural  Adjustment  Act  of  1938.   Since  August  15  the  av- 
erage price  of  Middling  ~f/8   inch  in  the  10  markets  has  fluctuated  within  a 
few  points  (hundreds  of  a  cent)  of  B-l/h   cents. 

Factors  apparently  contributing  to  the  price  decline  since  early 
July  included  the  continued  unfavorable  position  of  cotton  textile  mills 
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in  most  foreign  countries,  further  restrictions  on  the  consumption  of  cotton 

in  Japan  in  order  to  conserve  foreign  exchange,  the  comparatively  low  level 

of  sales  of  cotton  goods  by  domestic  mills,  and  more  favorable  domestic  crop 
conditions  than  formerly  had  been  anticipated. 

Despite  the  decline  in  the  price  of  American  cotton  in  the  United 
States,  the  average  in  liverpool  during  July  was  higher  than  in  June.  Prices 
of  all  important  foreign  growths  at  Liverpool  averaged  higher  in  July  than 
in  June  but  they  were  materially  21  to  36  percent  lower  than  in  July  last 
year.  For  the  month,  the  ratio  of  Liverpool  prices  of  American  Middling 
(fair  staple,  approximately  7/8  inch)  cotton,  to  Indian  (3  types  -  Broach, 
Oomra-,  and  Sind)  and  Peruvian  (Tanguis)  averaged  somewhat  higher  than  in 
June  and  the  highest  for  many  months.  The" "price"  of  American  cotton" in  July 
and  June  was  the  same  relative  to  Brazilian  Sao  Paulo  but  was  slightly  lower 
relative. to  Egyptian  Uppers. 

EXPORTS 

Exports  of  5,598,000  running  bales  of  American  cotton  during  the  12 
months  ended  July  31  exceeded  those  of  the'  previous  season  by  158,000  bales 
or  3  percent,  Exports  in  July  totaled  196,000  bales  and  exceeded  those  of 
a  year  earlier  by  72,000  bales.  The  largest  increase  over  last  year  occur- 
red in  exports  to  Japan,  with  the  70,000  bales  exported,  representing  an 
increase  of  '42,000  bales.  Smaller  absolute  increases  but  larger  percentage 
increases  also  occurred,  in  exports  to  the  United  Kingdom,  Italy,  Prance, 
Belgium,  and  a  few  other  countries  (see  table  l). 

Por  the  entire  season  exports  to  the  United  Kingdom  were  slightly 
*ver  400,000  bales  (or  36  percent)  larger  than  in  the. 1936-37  season  and  . 
the  largest  since  I928-29 .  Exports  to  Italy  showed  the  next  largest  ab- 
solute increase  over  those  of  the  1936-37  .'season  with  a  total  of  505,000 
compared  with  398,000  bales.  These  increases,  together  with  substantial 
increases  to  a  number  of  other  countries,  were  largely  offset  by  a  decline 
of  860,000  bales  (or  55  percent)  in  exports  to  Japan.   It  is  significant 
to  note,  however,  that  exports  to  Japan  in  1936-37  were  considerably  in 
excess  of  consumption  with  a  resulting  accumulation  of. stocks;  during  the 
season  just  ended  the  opposite  situation  occurred.    . 


DEMAND  AND  CONSUMPTION 

UNITED  STATES;   June  sales  large,  mill  activity  greatly  increased 

Domestic  cotton  mill  activity,  adjusted  for  seasonal  variation,  in 
July  averaged  15  and  25  percent  higher,  respectively,  than  in  May  and  June 
but  20  percent  less  than  in  July  last  year.  A  rather  large  increase  over 
May  occurred  despite  the  fact  that  since  the  first  week  of  July  sales  of 
cotton  textiles  by  domestic  mills  apparently  have  averaged  considerably 
less  than  production  as  a  result  of  the  good-to-heavy  mill  sales  during 
June.   Trade  reports  indicate  that  domestic  mill  activity  during  the  first 
half  of  August  was  about  maintained  at  the  improved  rate  reached  during 
the  latter  half  of  July. 
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Total  domestic  cotton  mill  consumption  in  July  amounted  to  4-50,000 
running  "bales  compared  with  583,000  in  that  month  of  1937,  607,000  in  1936, 
and  391,000  "bales  in  July  1935*  This  brought  the  12  months'  consumption  of 
all  cotton  to  5,756,000  "bales  which  tips   28  pnd  9  percent  less  than  in  the  2 
preceding  seasons  but  larger  than  in  1933-3^  an(^  ^53^- 35*  Total  United 
States  mill  consumption  of  American  cotton  in  the  1937-38  season  amounted  to 
5,615,000  bales  which,  due  to  the  increased  activity  in  July,  was  somewhat 
larger  than  previously  had  "been  expected.  The  consumption  of  this  cotton, 
however,  was  still  2,150,000  "bales  (or  IS  percent)  less  than  the  record 
consumption  of  the  previous  season  and  600,000  bales  (or  10  percent)  less 
than  in  1935-36. 

FOREIGN  COUNTRIES:   Total  consumption  of  all  growths  reduced  despite  some 

increase  in  American 
4 

Total  foreign  consumption  of  all  cotton  for  the  season  just  past  is 
now  tentatively  placed  at  "bout  21  million  "bales  According  to  recent  estimates 
of  the  New  York  Cotton  Exchange  Service.  This  is  around  2  million  "bales  be- 
low the  record  consumption  of  approximately  23  million  "bales  estimated  for 
the  1936-37  season.   Consumption  of  American  cotton  outside  the  United  States 
is  estimated  at  about  5,635-000  bales  compared  with  5,300,000  bales  in  1936-37  . 
and  an  average  of  6,84-0,000  bales  during  the  5  years  ended  1936-37;  it  was  the 
smallest  consumption,  with  the  exception  of  the  preceding  season,  since  1923-24-, 

EUROPE;  1/  Situation  unchanged 

The  last  month  of  the  1937-38  season  in  Europe  brought  no  significant 
change  in  the  situation  and  outlook  for  the  cotton  industry. 

Mill  activity  in  most  countries  continued  to  decline  -  partly  seasonal 
however.  A  little  more  new  business  in  yarns  and  fabrics  was  noted  in  Western 
Europe,  and  inquiries  have  increased.   Some  hope  is  expressed  for  improved 
Danubian  rural  buying  power  in  the  coming  season;  otherwise,  prospects  for 
improvement  in  European  domestic  buying  power  are  not  encouraging.  Reports 
indicate  a  gradual  working-off  of  stocks  of  fabrics  and  yarns  in  several  countries. 
Hand-to-mouth  buying  in  the  raw  cottoa  market,  characteristic  of  spinner  oper- 
ations during  the  7  months  of  1938,  should  he  followed  by  improvement  in  the 
fall,  according  to  some  reports.   The  chief  factor  affecting  trading  enterprise 
in  general,  however,  is  %he  uncertain  political  situation  in  Europe  and  the  Far 
East.  Economic  conditions  in  the  United  States  are  also  being  observed  with 
deep  interest  because  of  their  bearing  upon  world  demand  for  raw  materials  and 
so  generally  upon  the  world  economic  trend. 

There  has  been  little  change  in  the  competitive  position  between 
American  and  other  growths.  During  June-July  OomraS  and  Broach  as  well  as 


1/  Based  on  a  report  dated  August  4-  prepared  in  the  office  of  the  Agricul- 
tural Attache  at  London, 
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Brazilian  have  "become  slightly  cheaper,  on  a  relative  "basis,  "but  are  still 
relatively  more  expensive  than  1  and  2  ye->rs  ago.   The  spreads,  however, 
have  widened  measurably  in  favor  of  those  competitive  growths,  as  compared 
with  the  middle  of  the  campaign.   The  some  is  not  true,  however,  of  Punjab) 
American.   It  appears,  therefore,  that  except  for  Egyptian  Uppers ,  competitive 
growths  have  lagged  "behind  American  in  the  advancing  market  since  the  end  of 
May. 

In  Germany,  the  increase  in  imports  of  raw  cotton  and  cotton  waste  in 
1337-38  -  ah  out  30  percent  compared  with  l°V-37  -  has  never  seemed  fully  re- 
concilable with  the  continue!  complaint  nbo$!  shortage  of  supplies.   It  now 
appears,  how;ver,  that  most  of  the  increase  in  imports  has  gone  into  a  raw 
material  reserve.   For,  the  30  percent  larger  imports  in  the  first  9  months 
of  the  season  were  accompanied  only  "by  a  2-§-  percent  rise  in  the  official  index 
of  cotton  mill  activity  -  and  this  in  the  face  of  greatly  increased  use  of 
cell-wool  by  cotton  mills. 

Great  Britain 

Inquiry  for  cotton  goods  in  Great  Britain  has  been  reported  as  fairly 
good  for  July,  but  actual  business  apparently  has  not  yet  broadened  materially. 
Some  progress  is  apparently  being  made  in  the  movement  of  goods  held  by 
manufacturers  for  delivery  instructions,  but  the  majority  of  manufacturers  are 
reported  to  have  little  more  than  ^>0   percent  of  looms  operating  and  to  be  ex- 
periencing difficulty  in  finding  orders  to  maintain  that  rate  of  activity. 

The  yarn  trade  is  little  if  any  more  satisfactory,  with  deliveries  re- 
ported at  only  about  60  percent  of  full-time  capacity,  and  with  much  of  the 
new  business  done  in  counts  or  taken  by  firms  outside  the  price  agreements. 
Porwardings  of  raw  cotton  to  mills  in  July  were  at  a  rate  slightly  above  that 
of  June.  Raw  cotton  markets,  while  not  so  quiet  as  in  the  spring  months,  have 
experienced  only  mild  activity.  A  fairly  good  business  in  Sao  Paulo  Brazilian 
and  some  increase  in  demand  for  Egyptians  is  reported. 

In  certain  quarters  it  is  believed  a  substantial  improvement  in  the 
Autumn  must  follow  the  hand-to-mouth  operations  which  have  characterized 
trading  so  far  in  1938.   Trade  reports  from  Egypt  indicate  some  forward  buying 
of  new  crop  cotton  in  anticipation  of  such  an  upturn.   Some  encouragement  is 
derived  also  from  the  sustained  levels  of  retail  trade  in  Great  Britain.  Not- 
withstanding the  lower  pitch  of  business  activity  indicated  by  increases  of 
unemployment  md  falling  off  of  railway  receipts,  sales  of  piece  goods  in  June, 
on  a  value  b -sis,  were  but  1.5  percent  lower  than  in  June  1937,  while  for  all 
categories  of  good  reported  there  was  an  increase  of  S. 6  percent.  Allowing 
for  the  different  incidence  of  holidays  in  May  and  June  of  the  2  years,  the  May- 
June  total  in  1933  was  1.1  percent  above  the  year  before. 

In  the  export  field,  there  is  some  hope  of  favorable  results  from  trade 
negotiations  under  way  with  India  and  shortly  to  be  undertaken  with  Colombia  as 
well  as  from  negotiations  with  representatives  of  the  Egyptian  Government 
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concerning  textile  imports,  duties  on-which  were  steeply  increased  in  April. 
The  chief  factor,  howver,  is  the  uncertain  political  situation  in  Europe  and 
the  Far  East.  The  course  of  recover"  in  the  United  States  also  is  "being  ob- 
served with  much  interest. 

Germany 

Continued  high  spinning  and  weaving  mill  activity  was  reported  in 
Germany  for  the  second  half  of  June  and  July,  on  the  lower  "basic  level 
customary  at  this  tine  of  the  year.   It  is  still  indicated  that  it  has  not 
"been  possible  to  satisfy  demand  fully,  and  a  lock  of  skilled  labor  is  reported. 

A  remarkable  development  in  the  current  season  is  that  the  raw  supplies 
imported  have  increased  substantially  compared  with  last  year,  while  manu- 
facturing has  increased  only  to  a  very  limited  extent.  This  also  explains 
statements  to  the  effect  that,  with  increased  raw  supplies,  it  had  not  been 
possible  to  satisfy  fully  current  demand.  Cotton  mill  activity,  according  to 
the  official  index,  in  the  period  August-April,  1937— 3^,  was  only  about  2^ 
percent  above  the  same  period  133^-37 »  while  not  imports  of  cotton  spinning 
material  increased  by  almost  3^  percent.  At  the  same  time,  supplies  available 
from  domestic  cell-wool  production  also  increased  substantially.   It  is, 
therefore,  concluded  that  Germany  is  likely  to  have  accumulated  since  the 
middle  of  1937  a  measurable  reserve  of  cotton  spinning  material,  perhaps 
around  300,000  bales,  in  addition  to  the  roughly  250,000  bales  available  on 
July  31 »  1932  2/,   Since  Germany,  in  the  case  of  an  emergency  that  wmld 
completely  shut  off  foreign  supplies,  could  manage  to  get  along  fairly  well 
on  an  annual  supply  of  around  a  million  bales  of  cotton  spinning  materials, 
current  accumulated  stocks  would  cover  about  one-half  of  Germany's  needs  for 
a  year  -  the  remaining  half  being  more  than  made  up  by  domestic  capacity  for 
the  production  of  cell-wool  37  •   The  annual  capacity  of  coil-wool  is  reported 
to  have  reached,  by  now,  330,700,000  pounds,  80  percent  of  which  are  used  for 
the  cotton  industry  (i.e.  264,600,000  pounds  or  5^0,000  bales) .   Such,  then, 
is  the  measure  of  cotton  textile  autonomy  attained  in  Germany;  considering 
the  present  supply  situation,  the  country  if  needs  be  could  do  without  imports 
for  a  year  and  yet  have  enough  cotton  spinning  material  at  its  disposal  to  take 
care  of  all  urgent  requirements. 


2/  Bremen  port  statistics  in  July  1938  shew  an  increase  in  stocks  over  last 
year  by  about  80,000  running  bales.   The  accumulation  suggested  above  is, 
therefore,  likely  to  have  been  directed  to  spinning  mills  and  other  inland 
points. 

3/  This  production  is  now  being  made  100  percent  domestic:  in  Germany  proper 
it  is  to  be  based  exclusively  on  beech  wood. and  other  domestically  available 
material  (straw  in  the  Mark  3randenbui-g) ,  Austria,  of  course,  has  ample 
suoolies  of  the  oreferable  fir  wood  as  well. 
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General  difficulties  over  the  ASKI  trading  with  Brazil,  which  during 
June  hod  led  to  an  abolition  by  the  Bank  of  Brazil  of  the  purchase  of  German 
ASKI  narks  and  a  prohibition  to  sell  cotton  t^  Germany  except  against  pay- 
ment in  foreign  exchange,  seen  to  be  on  their  way  to  settlement.   On  July  21 
it  was  reported  that  J:he  Banco  dc  Brazil  has  resumed  its  purchase  of  ASKI 
narks.  Nothing  definite,  however,  has  been  heard  of  the  cotton  export  question, 

Austria 


According  to  published  statistics,  new  sales  of   cotton  yarn  by  Austrian 
mills  have  drastically  declined  since  the  annexrticn.  While  sales  in  March 
193S  were  3,ll:'-i?000  pounds,  they  fell  to  2,063, COO  pounds  in  April  and  1,659,000 
pounds  in  May  ]\J •   These  figures  probably  reflect  largely  the  loss  by  Austrian 
spinning  mills  of  many  of  thoir  Jewish  customers  in  outheastern  Europe,  as 
well  as  transitory  difficulties  inherent  in  the  reshuffling,  on  racial  ^rounds, 
of  the  Austrian  textile  industry  and  trade, 

Czechoslovakia 

Mill  activity  in  Czechoslovakia  declined  during  the  first  half  of  193^» 
and  the  depression  in  the  industry  continued.  Business  has  not  inproved  and 
the  export  outlook  continues  gloomy,  except  posnibly  for  hopes  for. a  better 
farmer-purchasing  newer  in  the  Danube  basin.  The  political  uncertainties  in 
central  Europe  are  conducive  to  only  a  hand-to-mouth  buying  policy. 

It  is  indicated  that  the  Czechoslovak  export  institute  intends  to 
embark  on  an  intensive  expert  propaganda  campaign  for  Czech  textile  goods. 
A  recent  trade  agreemant  betv7een  Czechoslovakia  and.  Turkey  provides  for 
higher  Turkish  import  contingents  for  Czechoslovak  cotton  fabrics.  Bulgaria, 
on  the  other  hand.,  has  recently  decided  not  to  allot  any  more  currency  buying 
permits  for  foreign  cotton  yarns  and  cotton  gods  -  which  amounts  to  a  virtual 
import  prohibiti en  for  some  time  to  come, 

Poland 

Compulsory  admixture  of  the  small  domestic  production  of  "Cotonin"  - 
the  Polish  version  of  staple  fiber  -  to  a  specified  group  of   cotton  yarn  counts 
has  recently  been  decreed  in  Poland.   It  is  said  that  a  monthly  quota  of 
882,000  pounds  of  cotonin  must  be  admixed. 

New  sales  for  the  summer  season  in  June  and  July  are  said  to  hove  been 
fairly  satisfactory,  and  revival  of  business  was  somewhat  stimulated  by  the 
strength  of  the  raw  market.  Large  accumulated  stocks  of  .manufactures  carried 
over  from  last  y^ar  are  reported  to  have  been  well  reduced. 

hj   Textile-Zeitung,  Berlin,  June  28,  and  July  12,  1938. 
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France 

In  late  June  and  the  first  half  of  July,  cotton  spinners  and  weavers 
reported  more  inquiry  and  some  improvement  in  actual  sales  of  yarns  and  cloth, 
stimulated  "by  firmness  in  the  raw  cotton  market.   Prices  for  yarns  and  manu- 
factures also  were  firm  and  it  is  said  that  stocks  in  spinning  as  well  as 
weaving  mills  have  worked  to  a  rather  low  level. 

August  is  expected  to  "be  quiet  and  of  much-reduced  activity  "because 
of  the  customary  paid-holiday  shut-down  of  the  mills.  Accordingly,  it  has 
been  announced  that  the  futures  market  at  Havre  will  "be  closed  during  August. 

The  special  import  fee  of  0.01  cent  per  pound  of  cotton  imported  was 
raised  recently  to  0,02  cent.  Proposals  for  a  much  more  substantial  in- 
crease in  this  fee  -  which  is  used  for  the  promo ti.r.i  of  cotton  growing  in 
the  French  colonies  -  were  under  consideration,  "but  presumably  vrere   abandoned. 

Italy  5.1 

No  material  improvement  in  the  Italian  cotton  industry  is  expected  in 
the  near  future.   The  domestic  market  is  still  reported  to  be  overloaded 
with,  yarns  and  textiles  that  were  manufactured  from  high-priced  cotton  and 
cannot  he  disposed  of  at  present  without  a  loss. 

Cotton  mill  activity  in  Italy  through  June  appears  to  have  continued  ■ 
its  slightly  downward  trend.   January—May  raw  cotton  imports  amounted  to 
3^°>375  hales  of  hy  ;  pounds,  compared  with  317>778  hales  in  the  first  5 
months  of  1937 «   Italian  exports  of  cotton  yarns  to  countries  other  than 
her  colonies  were  13,256,300  pounds  from  January  through  May,  compared  with 
17,092,000  pounds  in  the  same  period  last  year.   But  exports  of  cotton  tex- 
tiles were  insignificantly  larger  than  a  year  earlier. 

According  to  a  recent  decision  of  the  authorities,  wages  of  workers 
in  the  cotton  industry  were  raised  10  percent  to  compensate  for  the  in- 
creased cost  of  living.   According  to  newspaper  reports,  trade  negotiations 
under  way  between  Italy  and  Brazil  are  hoped  to  result  in  larger  Italian 
buying  of  Brazilian  cotton,  as  well  as  larger  Brazilian  buying  of  Italian 
textile  (rayon)  goods.   Italian  imports  of  coffee  from  Brazil  are  said  to 
have  been  curtailed  since  the  conquest  of  Abyssinia,  and  therefore,  it  is 
sought  to  substitute  cotton  for  coffee  in  Italy's  imports  from  Brazil. 

OR IMT :   Mill  consumption  higher  in  China  6/ ,  lower  in  Japan 

Keen  demand  for  yarn  from  South  China,  active  speculative  buying 
and  low  stocks  resulted  in  new  record  highs  in  yarn  prices  at  Shanghai 
during  the  past  month,  the  Bureau's  Shanghai  office  reported  on  August  12. 


5/  Largely  based  on  information  supplied  by  the  American  Consulate  General 

at  Milan. 

6/      China,    including  Manchuria. 


CS-22  -  9  - 

As  a  re  stilt,  spinners1  margins  were  very  favorable  and  cotton  mill  activity  in 
Shanghai  showed  some  further  increase.   Mill  activity  in  Hankow  and  Manchuria 
also  increased  during  this  period.   Total  cotton  consumption  during  July, 
however,  was  estimated  at  120,000  tales,  the  same  as  in  June  "but  much  higher 
than  in  the  early  part  of  the  season.   It  is  expected  that  sone  further  increase 
in  mill  activity  and  cotton  consumption  will  occur  during  tho  months  immediately 
ahead. 

Prices  of  Chinese  cotton  in  Shanghai  advanced  in  July  "but  not  to  the 
sane  extent  as  did  nominal  quotations  of  non-Chinese  growths.   Consequently, 
there  was  a  further  widening  of  the  disparity  in  the  prices  of  these  growths 
and  only  small  bookings  of  Brazilian  and  Egyptian  cotton  were  reported.   For 
several  months,  however,  imports  of  cotton  into  Shanghai  and  Manchuria  have 
been  very  small, 

Japan 

Unofficial  reports  indicate  that  cotton  consumption  hy  Japanese  mills 
declined  somewhat  in  July  as  compared  with  June  and  were  perhaps  only  about  two- 
thirds  as  large  as  in  July  last  year.   In  June,  cotton  consumption  by  members  of 
the  Japanese  Cotton  Spinners'  Association  was  the  smallest  in  about  ^\   years, 
whereas  in  September  1937  consumption  reached  a  new  record  high. 

Tho  decline  in  cotton  consumption  during  recent  months  has  resulted  in 
part  from  the  Japanese  Government's  cotton  control  measures,  first  in  restrict- 
ing and  later  in  prohibiting  the  use  of  cotton  for  manufacture  of  yarns  and 
cloth  for  sale  in  Japan  and  more  recently  in  Manchuria  and  areas  of  China  where 
Japanese  currency  is  being  used,  and  also  from  marked  declines  in  sales  to  ex- 
port markets  which  in  1937  constituted  about  half  of  the  market  for  cotton  tex- 
tiles produced  in  Japan.   The  numerous  Government  regulations  pertaining  to 
cotton  and  cotton  textiles  are  said  to  have  caused  considerable  uncertainty  and 
confusion.   In  l*.te  »uly,  however,  observers  believed  that  more  definite  regu- 
lations would  be  forthcoming  and  the  new  system  of  control  would  go  into  full 
operation  about  August  1. 

Reports  indicate  that  sales  of  cotton  textiles  by  Japanese  mills  in 
early  August  continued  on  a  very  restricted  basis.   This,  together  with  the  fact 
that  -stocks  of  yarn  and  cloth  are  apparently  quite  large,  makes  it  seen  likely 
that  cotton  consumption  in  Japan  will  continue  on  a  very  restricted  basis  for 
the  weeks  immediately  ahead. 

Present  indications  are  that  total  mill  consumption  of  cotton  in  Japan 
during  the  1937-38  season  totaled  about  3"!  million  bales.   (American  in  running 
bales  and  foreign  in  equivalent  bales  of  U7S  pounds.)   This  is  almost  \   million 
bales  less  than  in  \,he   previous  year  and  the  smallest  since  1933-3U 

SUPPLY 
American  Cotton 

The  world  carry-over  of  American  cotton  on  August  1  is  now  estimated  at 
13. m-  million  bales  compared  with  6.2  million  a  year  earlier,  and  the  previous 
record  high  of  13.3  million  bales.   This  carry-over,  together  with  the  present 
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estimate   of  the  United  States  crop  of  11,988,000  bales  cf  500  pounds  gross 
(roughly  equivalent   to  about  11,850,000  running  hales,    including  allowance   for 
city  crop)   gives  an   indicated  1938-39  world  supply  of  this  cotton  of  25,250,000 
running  hales.      This  is   slightly  2  percent  more  than  the  2U.7  million  hale   sup- 
ply of  1937-33,   3i  million  hales  larger  than   the  average  for  the  5  years  ended 
1936-37 ,   hut  roughly  1  million  hales  less  than  the  record  supply  of  1932-33. 

The  United  States  cr^p  of  11,982,000  hales  forecast  hy  the  Crop  Reporting 
Board,   "based  on  conditions  as   of  August  1,    is  6,952,000  hales   or  37  percent  less 
than  the  1937  crop  and  1,213,000  hales  less  than  the  10-year  Q.927-36)  average. 
The  average  yield  fcr   the   United  States  was  forecast  as  217. 9  pounds  per  acre, 
which  is  U9  pounds  less  than  the  record  yield  in  1937  hut,    with  this  exception, 
the  highest   since   1898  when  an  estimated  223  pounds  per  acre  were  produced. 

The  cotton  acreage  cf  26,3^7,000  acres  which  was  used  in  the  August  Crop 
Report  is  the  estimated  acreage  in  cultivation  on  July  1  less  the  10-year  aver- 
age abandonment.  This  estimated  acreage  for  harvest  is  23  percent  smaller  than 
in  1937,  26  percent  less  than  the  10-year  average,  and  smaller  than  any  acreage 
harvested  since  1900. 

Foreign  Cotton 

On   the  hasis  of  the   latest   estimates  of  the   1937-38  commercial   supply  of 
foreign  cotton  and  tentative   estimates   of  the  quantity  of  this  cotton  consumed 
hy  mills  and  destroyed,    the  world  carry-over  of  cotton  other  than  American   is 
estimated  at   from  9,750,000  to   10,000,000  hales.      This  represents  a  material 
increase  over  the  record  high  carry-over   of  7,100,000  hales  a  year  earlier. 

There   is  as  yet   comparatively  little   information  available  with  respect 
to  the   crop  prospects   in  foreign  countries.      The    total  Chinese  .crop,   however,    is 
now  expected  to  he   approximately  1,U00,000  bales  less  than   that   of  1937-32;    if 
this  reduction  is  accompanied  hy  some  net   decline   in  all  other  foreign  countries 
combined,    the   total    supply  of  foreign  cotton  would  he  about   the   same  as  the 
record  supply  of  last   season. 

Preliminary  estimates   of  production  in  northeastern  Brazil  and  in  Mexico 
-place   the  1938-39   crop    in  these   two  areas  at  122,000  and  80,000  hales,    respec- 
tively,   less   than   that   of  1937-38. 

In  Egypt   the   estimated  1938-39   cotton  acreage   is  about  10  percent   smaller 
than  the  record  acreage   of  the  previous  year.      With  the   same  average  yields  as 
in  1937-33,    the  new  Egyptian  crop   on   this  acreage  would  be  200,000  bales  less 
than  last  year's  production. 

Contrary  to   earlier   trade  reports  which  indicate   a  reduction  in  the   cur- 
rent   season's  planting  in   India,    the   official   report  of  ulantings  up   to  August  1, 
which  usually  represent  a  little   less   than  60  percent   of  total  plantings,    gives 
an   increase   over  last  year  of  3  percent.      Comparatively  small  acreage   increases 
have  heen  reported  for  Chosen,  Bulgaria,    and  Greece    (see   table   2). 
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